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New Par Value in Paraguay 


The Government of Paraguay has proposed to the In- 
ternational Monetary Fund a new par value for its cur- 
rency of 6 guaranies per U.S. dollar, compared with the 
previous parity of 3.09 guaranies, representing a devalu- 
ation of 48.5 per cent. It has also consulted the Fund on 
modifications of the country’s exchange system. The 
Fund has concurred in the proposed par value, and has 
made no objection to the proposed changes in Paraguay’s 
foreign exchange system. 

The new par value in terms of gold and of U. S. 
dollars will be as follows: 

0.148112 grams of fine gold per Paraguayan guarani; 
210.000 Paraguayan guaranies per troy ounce of gold; 

6.000 Paraguayan guaranies per US dollar; 

16.6667 US cents per Paraguayan guarani. 

The new system, which goes into effect on March 5, 
reduces the number of Paraguayan exchange rates for 
both exports and imports, and narrows the spread be- 
tween the higher and lower rates, thus simplifying a com- 
plicated multiple currency system. 

Since 1945 the development of mixing and compensa- 
tion systems and difficulties over the surrender and re- 
tention of exchange have made the Paraguayan exchange 
system increasingly complicated. Some simplification was 
achieved in November 1949 (see this News Survey, Vol. 
II, p. 364), but under the pressure of budgetary difficul- 
ties and inflationary conditions some of the previous 
practices still continued and the imposition of new taxes 
on exchange sales resulted in several additional rates. 
Since August 1950 the Paraguayan authorities have been 
in continuous consultation with the Fund, with a view 
to simplifying the Paraguayan exchange system, and the 
Fund has provided technical assistance for this purpose. 
The present plan is the result of this consultation. 

It calls for (a) an official market with two fixed rates 
governing most exchange transactions. On the buying 
side, the rate of 6 guaranies per dollar will apply to major 
exports (lumber, quebracho extract, cotton, meat, and 
hides) and to certain government receipts. The buying 
rate of 9 guaranies per dollar will apply to all minor 
exports (including petit grain oil, tobacco, vegetable 


oil, sugar, tanned leather, manioc flour, and starch) and 
to registered capital and certain services. (b) On the 
selling side, the parity rate of 6 guaranies per dollar will 
apply to some essential imports and to payments for 
public debt service and government transactions, in- 
cluding official imports. The 9 guarani rate will apply to 
essential imports not included in the first group, to serv- 
ice on registered capital payments, and to freight ex- 
penditures. (c) A legal free exchange market will be 
opened for incoming unregistered foreign capital, tourist 
and diplomatic expenditures, salaries of foreign personnel 
of private enterprises, and insurance reimbursements. 
Continuing consultations between the Fund and the 
Government of Paraguay will aim at further simplifica- 
tion of the system. 

These measures are an important part of the general 
program of economic and financial stabilization which 
the Paraguayan Government has been preparing with 
technical assistance from the Fund. On February 17 the 
President of the Republic, Dr. Federico Chaves, out- 
lined the general principles underlying the Government’s 
fiscal, credit, and monetary policies. This coordinated 
program contemplates, in the fiscal field, a careful scru- 
tiny of government expenditures, a general revision of 
the tax structure, and related administrative reforms, 
including the unification and consolidation of the in- 
ternal public debt held by the Bank of Paraguay. In 
order to keep expenditures at their present level and to 
have sufficient time for the careful preparation of the 
1951 budget, Paraguay is to operate on the basis of last 
year’s budget until June 30, 1951. In the field of credit, 
bank credit is to be channelled toward production by 
means of selective credit controls, and by limiting govern- 
ment borrowing from the Central Bank. In order to 
enforce a more orderly monetary policy, the Government 
has decided to establish an independent Central Bank 
as part of a plan for reorganizing the Bank of Paraguay. 
Sources: El Pais, Asuncion, Paraguay, February 17, 

1951; International Monetary Fund, Press Re- 
lease, Washington, D. C., March 3, 1951. 


Fund’s Gold Policy 


The Executive Board of the International Monetary 
Fund announced the following decision on March 7: 
“Since the amount of sales and purchases in the world 
markets of gold for jewelry and for artistic and indus- 


trial purposes has recently been increasing at a rate in- 
dicating that at least a part of it finds its way to private 
hoards, contrary to the gold policy of the Fund estab- 
lished in June 1947, the Board considers that the existing 
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arrangements and practices of several countries, including 
South Africa, are no longer a satisfactory basis for im- 
plementing the Fund’s gold policy, and directs the staff of 
the Fund to elaborate, after consultation with the coun- 


Europe 


Economic Situation in Europe, Third Quarter, 1950 

In the third quarter of 1950 there was a general ex- 
pansion of European production and exports in response 
to the increase in world demand. The volume of exports 
increased by 7 per cent over the second quarter, reaching 
a record level which was 30 per cent above the 1938 
volume. This expansion was heavily concentrated on 
shipments to the United States, and dollar earnings in- 
creased substantially. Imports were exceptionally low, 
and if stocks of imports are to be maintained, an in- 
crease must be expected. 


The decline in total imports was mainly the result of 
a large reduction in imports by France, the United King- 
dom, and a number of smaller countries, which more 
than outweighed an expansion in imports in other coun- 
tries, notably Western Germany and Switzerland. In 
Switzerland, a program of strategic stockpiling increased 
imports sharply, particularly foodstuffs and certain raw 
materials, such as textile fibers and fuels. In Western 
Germany, the increase was concentrated particularly on 
imports from other European countries, following the 
general easing of trade restrictions and the increase in 
domestic activity. This resulted in a substantial EPU 
deficit for Germany. 


The 2 per cent decrease in industrial production be- 
tween the second and third quarters was less than the 
normal seasonal contraction. The index was 12 per cent 
higher than in the same quarter in 1949. The rate of 
progress was high throughout both eastern and western 
Europe, with the greatest increase in output in Western 
Germany. The industries showing the most substantial 
improvement were engineering and chemicals, where 
there had been a pronounced slowing-down in production 
in certain western European countries at the end of 1949 
and early 1950. In agriculture, bad weather reduced the 
grain harvest, and the total crop was some 7 per cent 
below the 1934-38 average. 

The maintenance of high rates of increase in produc- 
tion was threatened, particularly toward the end of 
the quarter, by the failure of coal production to expand 
and by the difficulty of obtaining certain imported sup- 
plies. While in previous quarters the output of coal was 
growing at an annual rate of about 5 per cent or more, 
in the second and third quarters of 1950 the rate fell 
to 2 per cent. There was also a sharp rise in world prices 
of primary products, particularly industrial materials. 
The effects of these higher prices were not fully reflected 
in the cost of imported goods during the quarter, but 
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tries concerned, more effective methods than the existing 
ones.” 
Source: International Monetary Fund, Press Release, 


Washington, D. C., March 7, 1951. 


the rise in price levels and the expectation of further in- 
creases brought renewed pressure on wages. 

The level of employment generally rose in the third 
quarter. The most marked improvement was a 5 per 
cent rise over the second quarter in industrial employ- 
ment in Western Germany, where unemployment fell from 
2 million during the winter of 1949-50 to 1.5 million at 
the end of June, and 1.2 million at the end of October. 
In Austria, Belgium, and Switzerland, where the em- 
ployment situation appeared uncertain during the win- 
ter of 1949-50, the position of the summer of 1949 was 
regained. Although unemployment in Italy, Belgium, 
Austria, and Spain declined only to the level prevailing 
in the autumn of 1949, a further decline may be expected. 
Source: Economic Commission for Europe, Economic 

Bulletin for Europe, Geneva, Switzerland, Janu- 
ary 1951. 


U.K. Civil Estimates 
U.K. Government expenditures on civil account for 
1951-52 are estimated at nearly £2.4 billion, which is 
£193 million higher than in the current fiscal year. The 
estimate includes £143 million for the stockpiling of stra- 
tegic materials, against £13 million in 1950-51, and other 
amounts for the Ministry of Supply which actually re- 
late to defense expenditure. When the latter have been 
deducted, the civil expenditure for 1951-52 proposed by 
the Government is only slightly higher than that in the 
current year. 
Source: Records and Statistics, Supplement to The 
Economist, London, England, March 3, 1951. 


French Credit Situation 

A provisional report, submitted to the National Coun- 
cil of Credit, on monetary resources and banking credit 
in France in the fourth quarter of 1950, shows that 
there was no abnormally large monetary or credit ex- 
pansion during the quarter. Total monetary resources 
were relatively stable in October and November, when 
an over-all increase of only 15 billion francs was re- 
ported, but expanded by 108 billion francs during De- 
cember. By the end of 1950 the total, after adjustment 
to make the figure comparable with those recorded in 
previous quarters, was 3,075 billion francs. Of the in- 
crease during the quarter, 94 billion francs was the re- 
sult of increased note circulation and 29 billion francs 
the result of increased bank deposits. By January 25, 
1951, 54 billion francs had been returned in notes to 
the Bank of France, and bank deposits at the end of 
January are reported to have dropped back to the No- 
vember level. 
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Total monetary resources expanded during 1950 by 
371 billion francs, or 12 per cent; the note circulation 
increased by 22 per cent, and bank deposits by 6 per 
cent. Time deposits however, advanced by 74 per cent, 
from 38 billion francs to 66 billion, and savings bank 
deposits by 26 per cent, from 487 billion francs to 616 
billion. 

The total amount of credit granted by the banking 
system (including the Bank of France) increased by 
295 billion francs, or 18 per cent, to 1,934 billion francs. 
The expansion was nearly all concentrated in credit to 
private and nationalized enterprises, the volume of which 
rose by 245 billion, to 1,444 billion francs (adjusted 
figures). About two thirds of this increase took place 
during the last quarter of the year. 

There was some expansion in credit granted by com- 
mercial banks to the government; central bank credit 
to the government declined by approximately the same 
amount. 

Source: Agence Economique et 
France, February 10, 1951. 


Financiére, Paris, 


Denmark’s Foreign Exchange Position 

The Danish foreign exchange position has developed 
during the past two months quite differently from what 
was expected last fall (see this News Survey, Vol. III, 
p.167). The net foreign debt of the National Bank, which 
was DKr 705 million at the end of October 1950, fell 
to DKr 622 million at mid-February. The debt to EPU 
increased up to the end of December 1950, when the 
first tranche of Denmark’s drawing rights was exhausted. 
Denmark had a surplus with EPU countries during Janu- 
ary, and by the middle of February the Danish debt to 
EPU had fallen to DKr 202 million, compared with 
DKr 265 million after settlement of the December deficit. 

The main reasons for these unexpected developments 
are the acceleration by Danish importers of their pre- 
payments last fall, and the larger than normal repatria- 
tion of foreign exchange by Danish shipping companies 
at a time when rising freight rates were increasing their 
current earnings. 
Source: Harald R. Martinsen, Danish Letters, Copen- 

hagen, Denmark, February 23, 1951. 


Greek Economic Policy 

A joint communiqué issued by the Greek Government 
and the ECA Mission in Athens, on February 17, out- 
lines the economic policy to be adopted in order to over- 
come the country’s economic difficulties and to realize 
its recovery and defense plans. The basic objectives of 
the policy are (1) to strengthen the economy in the in- 
terest of national unity and defense; (2) to maintain 
the standard of living of the majority of the people 
through a fairer distribution of income and available 
consumers’ goods; (3) to make necessary economies in 
expenditures and credits for the less essential sectors of 
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the economy; (4) to ensure that the burdens of these 
economies are borne by those most able to carry them. 

Since an over-expansion of bank credit has caused an 
accumulation of inventories for speculative purposes and 
other uneconomic operations, a more selective and re- 
strictive credit policy, particularly for imports and in- 
land trade, is to be enforced. 

The current price-control program—which covers so 
many commodities that it cannot be enforced—is to be 
replaced by a rationing system, on a nation-wide basis 
as a rule, to be applied to no more than 6 or 7 food items 
of basic importance to low income groups. Price control 
will be retained only for a limited number of commodities 
and services important to the low income groups. 

While the system of agricultural support prices 
(“security” prices) fixed by the Government will be re- 
tained, the technical aspects of the system, as well as 
the feasibility and advisability of fixing support prices 
at the end of February each year for the principal agri- 
cultural products, are to be reconsidered. The Govern- 
ment will collect agricultural products only if it is es- 
sential to do so to carry out the ration policy. All pur- 
chases of agricultural commodities by the Government 
will be direct charges on the budget and will not be 
financed by Bank of Greece advances to the Agricultural 
Bank or other quasi-governmental agencies. 

The principal objective of wage policy will be to pro- 
tect the real income of the lower income groups. The 
procedure of fixing wages on a nation-wide basis by legis- 
lative decree will be abandoned in favor of a Wage Board 
procedure, which will take into acount the conditions 
existing in each industry. 

Certain proposals intended to increase the yield from 
direct taxation, and therefore the tax burden of those 
most able to bear it, are under consideration. Indirect 
taxation will also be imposed to capture excess profits 
from the sale of nonessential commodities. Consideration 
is being given to a tax intended to shift to the govern- 
ment budget the excess profits derived by private im- 
porters from the substantial spread between internal and 
external prices. This tax will vary with the size of the 
spread for each commodity. The elimination of the prac- 
tice of earmarking the proceeds of certain taxes for the 
benefit of certain groups will be speeded up. These taxes 
will instead be paid into the government budget, and the 
benefits previously made available by their distribution 
will be re-examined. 

In the light of the changing international situation, 
the Government and the ECA Mission have agreed upon 
a recovery plan for the next five months. Measures are 
to be adopted immediately to ensure the utilization of 
large stocks of unutilized materials and equipment already 
existing in Greece. Activity in luxury construction will 
be brought to an end by removing tax privileges. Steps 
will be taken to induce residential construction for low- 
income groups. 
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Mainly because of high production costs, export sub- 
sidies may have to be continued for the time being, but 
measures will also be taken to reduce these costs. Since 
subsidies are a heavy charge on the budget, all subsidy 
proposals are to be carefully reviewed and approved by 
the Foreign Trade Board and the Currency Committee, 
in cooperation with the Mission, before being presented 
to the Council of Ministers. A carefully formulated pro- 
gram of export promotion is to be drawn up. A commit- 
tee will be set up, under the chairmanship of the Governor 
of the Bank of Greece, to make proposals for a more 
adequate foreign exchange control system. Measures 
will be taken to improve the collection of statistical data 
and information which will make possible the formula- 
tion of a real financial plan. 


Source: Naftemboriki, Athens, Greece, February 19, 1951. 


“Co-Partnership” in West German Industry 

At a meeting under the chairmanship of the Federal 
Chancellor, Dr. Adenauer, representatives of West Ger- 
man trade unions and employers reached a preliminary 
agreement on the problem of “co-partnership” of labor in 
the management of iron and steel plants and coal mines 
in West Germany. The settlement prevented a strike of 
800,000 miners and steel workers (see this News Survey, 
Vol. III, p. 215). The terms of the agreement have been 
incorporated in a bill introduced by the West German 
Government on February 1, and which will be discussed 
in Parliament in the near future. The main provisions of 
the settlement, which involves a considerable curtailment 
of the traditional rights of shareholders, are as follow: 

(1) Equal representation of the trade unions and 
shareholders will be required on each Board of Directors 
in the steel and coal industries. Election to the Manage- 
ment Board will require a two-thirds majority of the 
votes of the Board of Directors. Each Management 
Board will be composed of three members; in addition 
to a technical and a commercial director, it will have 
to include a labor director. 

(2) A council to deal with the problems of these in- 
dustries as a whole will be appointed by the Federal 
Chancellor; the members, however, will be nominated 
in equal numbers by the trade unions and the employers. 

(3) Four members of the Board of Directors, of whom 
two will have to be employees of the respective firms, 
will be appointed directly by the trade unions, and four 
Board members will be appointed by the shareholders. 
The trade unions and the employers will both have the 
right to nominate one additional Board member ac- 
ceptable to their organizations. 

(4) The Boards of Directors will elect their chairmen 
by simple majorities. If a deadlock is reached, the coun- 
cil will intervene and decide on a list of three candidates, 
which will then be submitted to the annual meeting. The 
annual meeting has to choose one of the three, but it is 
not entitled to make its own recommendation. If a chair- 
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man fails to be elected by this procedure, he will be ap- 

pointed by the Federal Government. 

Sources: Rhein-Neckar-Zeitung, Heidelberg, Germany, 
January 26 and 27/28, 1951; Neue Ziircher 
Zeitung, Ziirich, Switzerland, January 27 and 
30, 1951; The Financial Times, London, Eng- 
land, January 29 and February 5, 1951. 


West German Import Embargo 

On February 27, the West German Government pro- 
claimed a temporary embargo on nearly all imports from 
EPU countries. The new measure goes further than the 
suspension of liberalized imports announced a week 
earlier (see this News Survey, Vol. III, p. 264), since 
it affects not only imports on the “free list” but also 
quota imports, with few exceptions. 

Exempted from the embargo are imports for which 
payment in foreign exchange is not due until after May 
1, and imports for which orders were given at interna- 
tional trade and industrial fairs. In all other cases, im- 
port licenses will not be granted without prior approval 
of the Ministry of Economics, even if foreign exchange 
certificates have already been issued. This procedure will 
be followed until the revised import regulations, which 
are now in preparation, come into force. It is believed 
that the West German authorities are planning to reduce 
the volume of liberalized imports by 20-30 per cent. 
Sources: Agence Economique et Financiére, Paris, 

France, February 24; 1951; The Financial 
Times, London, England, February 24 and 28, 
1951; New York Herald Tribune, Paris, France, 
February 28, 1951. 


Austrian Gold Coinage 

By an extension of the authorization established by old 
Austrian legal provisions, the Austrian Ministry of Fi- 
nance plans to resume the minting of the following 
Austrian gold coins: 4-gulden gold pieces, valued at 
9.5224 gold kronen (minimum weight 3.2193 grams) ; 
8-gulden gold pieces, valued at 19.0452 gold kronen 
(minimum weight 6.4387 grams); 10-krone gold pieces 
(minimum weight 3.3807 grams); 20-krone gold pieces 
(minimum weight 6.7616 grams) ; 100-krone gold pieces 
(minimum weight 33.807 grams). 

A bill on this subject has been introduced in Parlia- 
ment, so that the minting of these gold pieces may be 
expected in the near future. The Austrian authorities 
believe that there is great interest abroad, especially in 
the Near and Far East, in old Austrian 8- and 4-gulden 
pieces, which have the advantage of containing the same 
amount of fine gold as the gold coins of the former Latin 
Monetary Union. 

The gulden pieces will be issued as commercial coins 
only to fill market requirements abroad. These coins will 
not be considered as domestic means of payment; there 
will be no obligation to surrender them under the ex- 
change control regulations, and they may also be put 
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at the disposal of Austrians. They will, however, be is- 
sued only against delivery of gold which is not subject 
to surrender under the exchange control regulations (as 
a rule gold scrap) and the mint charges will also be 
payable in gold. 

The krone gold pieces, which will also be minted only 
upon delivery of foreign gold or gold coins, will be 
issued only to foreign nationals who are not subject to 
the Austrian exchange regulations and will be compar- 
able to gold subject to surrender under the Austrian 
foreign exchange law. 

Source: Die Wiener Handelskammer, Vienna, Austria, 
January 13, 1951. 


Prices of Consumers’ Goods Reduced in U.S.S.R. 

The fourth reduction in retail prices of consumers’ 
goods in the U.S.S.R. since the monetary and price re- 
form of 1947 was put into effect on March 1, 1951. The 
reduction ranged from 10 to 22 per cent. Reductions of 
20-22 per cent were applied to only a few commodities 
(gasoline, kerosene, salt, matches, some furniture, china, 
and a few other items), while prices of most goods were 
reduced by 10 or 15 per cent. A 10 per cent reduction 
was applied to fish, edible fats, milk and products, eggs, 
tea, coffee, tobacco, some liquors, glassware, kitchen 
utensils, radio sets, bicycles, watches, sewing machines, 
hardware, building materials, and several other less 
important commodities. Bakery products, flour, cereals, 
meat and meat products, butter, soaps, and some other 
prices were reduced by 15 per cent. 

The price reduction was made possible by an increase 
in output and an improvement in industrial production 
technology, which resulted in a 6 per cent reduction of 
production costs. 

It is estimated that this price reduction will result in 
a decrease of 34.5 billion rubles in expenditures of all 
consumers. This estimate probably assumes that the 
quantity of goods purchased equals the amount that 
would have been bought if there were no price reduction. 
Of the total decrease, 27.5 billion corresponds to the 
reduction of government (direct or indirect) receipts 
from state and cooperative stores, and 7 billion will be 
borne by sellers on the collective farm markets. (If the 
purchasing power of the ruble for Soviet consumers is 
assumed to be 20 rubles to the U.S. dollar—see discus- 
sion in IMF Staff Papers, September 1950—the total 
of 34.5 billion rubles would be. equivalent to US$1.7 
billion. ) 

Source: Pravda, Moscow, U.S.S.R., March 1, 1951. 


Middle East 
Taxes in Egypt 
The Finance Committee of the Egyptian House of 
Deputies has approved the lowering of the exemption 
level for the progressive income tax from LE1,000 to 


LE500 (LEI = US$2.87). The increase in the rate of 
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this tax, together with death duties and the commercial 
and industrial profits tax, is estimated as yielding about 
LE25 million, needed by the Egytian Treasury to finance 
the social reform program and the expansion of the mili- 
tary services. 

Source: Egyptian Gazette (Weekly Air Mail Edition), 
Cairo, Egypt, February 19, 1951. 


Egyptian-Lebanese Economic Treaty 

The delegations from Egypt and Lebanon, which have 
been negotiating a trade pact, have arrived at a prelim- 
inary understanding to increase trade between the two 
countries on a most-favored-nation basis. The re-export 
of goods imported from either of the partners will be 
prohibited. Payments will be made in Egyptian pounds 
except for goods which at present are bought with hard 
currencies. 
Source: La Revue d’Egypte Economique et Financiére, 

Cairo, Egypt, February 17, 1951. 


Palestine Treasury Bonds 
Upon termination of the U.K. Mandate over Palestine 
in 1948, the Israel Government accepted responsibility, 
not to exceed £4.3 million, for bonds issued by the Man- 
date Government within the mandated territory. At 
present, bonds totaling £1.5 million are held abroad and 
no interest has been paid on them since the termination 
of the mandate. The Treasury is about to announce its 
position concerning these bearer bonds of the Palestine 
Mandate Government. 
Sources: The Financial Times, London, England, Febru- 
ary 22, 1951; Le Commerce du Levant, Beirut, 
Lebanon, February 24, 1951. 


Commercial Relations of Turkey and Syria 

The recent refusal of the Turkish customs to allow 
exports to be moved to Syria has been declared by 
Turkish sources to be only a temporary measure, pend- 
ing a detailed list of goods whose exportation from 
Turkey has recently been prohibited. Commercial re- 
lations between the two countries are not strained and a 
commercial treaty is under consideration. 
Source: Le Commerce du Levant, Beirut, Lebanon, Feb- 

ruary 24, 1951. 


Iranian Notes Withdrawn from Circulation 

Since large amounts of Iranian notes have been smug- 
gled out of the country and are being held abroad, with 
a resulting shortage of currency in Iran, the Bank Melli 
has decided to replace the notes of Rls 1,000 and Rls 500 
denomination by notes of new design, thereby eliminat- 
ing the value of notes illegally held abroad. 
Source: Ettéla’at, Teheran, Iran, February 26, 1951. 


Far East 
South and Southeast Asia Development 


The Consultative Committee on Economic Develop- 
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ment in South and Southeast Asia met in Colombo, be- 
tween February 13 and 20, to review developments since 
the presentation of the Colombo Plan last October (see 
this News Survey, Vol. III, p. 181). The subjects dis- 
cussed by the Committee included action taken since the 
last meeting of the Committee; progress in the technical 
cooperation scheme; the future work of the Committee 
and procedure for obtaining financial aid; the role of the 
International Bank; and participation of non-Common- 
wealth governments in the area. 

It was noted that, while the necessity for a very sub- 
stantial amount of external finance is recognized, 
countries in the area are proceeding energetically to carry 
out their own development programs with the resources 
at present available. 

The Australian representative referred to his Govern- 
ment’s decision to contribute at least £25 million during 
the Plan’s six-year period; of this total, £7 million would 
be available in the first year. The contribution of the 
United Kingdom is likely to amount to well over £300 
million during the six years; some £250 million would 
be in the form of sterling releases. The Canadian rep- 
resentative stated that his Government would contribute 
Can$25 million during the first year of the Plan, pro- 
vided that it was clear that other participating countries 
would be making appropriate contributions. The New 
Zealand representative announced that his Government 


was considering the extent of its financial support and 


hoped to make an early announcement. The U.S. rep- 

resentative stated that it was intended to coordinate, 

insofar as possible, the U.S. programs undertaken or to 
be undertaken in the area with those under the plan. 

The Bureau for Technical Cooperation established 
toward the end of December 1950 was reported to be 
functioning satisfactorily. The Committee noted the 
statement of the President of the International Bank that 
the Bank welcomed the opportunity to cooperate in the 
work of the Committee. 

It is reported that Thailand has decided to participate 
in the Colombo Plan. An earlier decision not to par- 
ticipate has been reversed, as it is understood that the 
Commonwealth program would not require heavy further 
investment by the Thailand Government, which has 
already made heavy commitments in connection with the 
U.S. program of technical aid. 

Sources: Government of Ceylon Information Depart- 
ment, Ceylon News Letter, Colombo, Ceylon, 
February 22, 1951; Far East Trader, New York, 
N.Y., February 28, 1951. 


Indian Government Budget 

Revised budget estimates of the Indian Central Govern- 
ment for the fiscal year 1950-51 (April to March) show 
a surplus of Rs79 million, against the original estimate 
of Rs7 million. Revenue is estimated at Rs3,872 mil- 
lion and expenditure at Rs3,793 million. 
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The budget estimates for 1951-52 indicate a deficit of 
Rs55 million at the existing level of taxation. The 
Finance Minister has proposed several taxation measures 
estimated to yield Rs311 million. The net surplus would 
then be Rs256 million, with revenue estimated at Rs4,010 
million and expenditure at Rs3,754 million. The new 
measures are an increase in the corporation tax from 
244 annas per rupee to 234 annas; a 5 per cent surcharge 
on all income-tax and super-tax rates, excluding the 
corporation tax; a higher surcharge of 5 per cent on all 
dutiable imports, except those governed by specific agree- 
ments; a 50 per cent increase of the surcharge on the 
import duty on ale, beer, spirits, and fermented liquors; 
an export duty of Rs80 per ton on groundnut (peanut) 
kernel; a 10 per cent ad valorem duty on exports of 
coarse and medium cloth, mostly made from Indian 
cotton; an increase in the export duties on black pepper 
and cotton waste, expected to yield Rsl0 million; an 
increase in the tobacco tariff, expected to yield Rs130 mil- 
lion; a 5 per cent increase in the excise duty on gasoline; 
and the imposition of a sales tax in Delhi. 

Provision has been made for a capital outlay of Rs770 
million in 1951-52, compared with Rs833 million in 
1950-51. Loans to state governments in 1951-52 are 
estimated at Rs667 million, against Rs174 million in the 
previous year. It is expected that Rs1,000 million will 
be raised from new loans and Rs430 million from the sale 
of savings certificates. 

The budget estimates of the Indian Railway system, 
which is wholly state-owned, show surpluses of Rs142 mil- 
lion for 1950-51 and Rs219 million for 1951-52. Gross 
traffic receipts in 1951-52 are estimated at Rs2,795 mil- 
lion. The Railway Minister has proposed an increase in 
passenger fares, expected to yield in all Rs190 million. 
Sources: The Financial Times, February 23 and March 

1, 1951, and The Times, March 1, 1951, London, 
England. 


Indo-Pakistan Rupee Rates 

Following the recent trade pact between India and 
Pakistan (see this News Survey, Vol. III, p. 265), new 
exchange rates between the Indian and Pakistan rupees 
have been fixed by the Reserve Bank of India. The 
rate is PRs 69/8/3 buying and PRs 69/6/6 selling per 
100 Indian rupees for authorized dealers. Corresponding 
rates to the public should not be lower or higher than 
PRs 69/8/9 for buying and PRs 69/6/0 for selling, 
with a minimum charge of 10 annas up to Rs 1,000. 
Source: The Financial Times, London, England, Feb- 

ruary 28, 1951. 


Taiwan-Ryukyu Trade Agreement 

It is reported that a barter agreement, involving trade 
valued at US$687,000 each way, has been reached by 
Taiwan and Ryukyu. Taiwan will ship sugar ($172,000), 
tea ($200,000), juniper lumber ($140,000), cement 
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($100,000), bamboo ($30,000), and salt, matches, and 
cosmetics ($45,000). Ryukyu’s shipments will include 
dried and salted fish ($300,000), wooden railroad ties 



































































































































































































































































ures 
ould ($100,000), other lumber ($40,000), phosphorus 
,010 ($40,000), raw hides ($60,000), charcoal ($50,000), 
new medicinal herbs ($50,000). 
from Source: Central Daily News of Taiwan, New York, N.Y., 
large January 29, 1951. 
; ~ Indonesia’s Trade Surplus 
_ Indonesian exports in 1950, excluding oil, were valued 
wt at about 2,750 million rupiah, against 1,477 million in 
the 1949. Imports were about 1,430 million rupiah, the 
pe same as in 1949. The 1950 surplus of about 1.4 bil- 
anut) lion rupiah resulted in a large accumulation of foreign 
ts of . 
: exchange, especially of dollars. 
ndian B source: The Financial Times, London, England, Feb- 
— ruary 19, 1951. 
2; an 
0 mil- — Indonesian Rubber Exports 
oline; Indonesia’s rubber exports for the 11 months Jan- 
uary-November 1950 totaled 555,000 metric tons, exceed- 
Rs770 — ing exports in each of the three previous years. In 
on in —& prewar years, shipments averaged 470,000 tons annually. 
92 are — About 46 per cent of the 1950 exports went to Singapore 
in the § and 29 per cent to the United States. 
m will § Source: Information Office of the Republic of Indonesia, 
he sale Report on Indonesia, New York, N.Y., February 
23, 1951. 
_— Philippine Exchange Allocation 
Snes An additional $12 million of foreign exchange for the 
95 mil. @ Import Control Board was authorized by the Monetary 
wean te Board of the Central Bank of the Philippines for the first 
nillion. | Matter of 1951. It is to be allocated for raw materials 
March for essential industries and distributed by the Control 
, Board. In addition, the Control Board will receive 
anton, $200,000 for the importation of poultry feed. 
Source: Manila Daily Bulletin, Manila, Philippines, 
February 22, 1951. 
lia and 
5), new United States and Canada 
. rupees & U.S. Debt Management and Monetary Policy 
“ The The U.S. Treasury and Board of Governors of the 
ling pet § Federal Reserve System issued, on March 4, a joint 
ponding § statement to the effect that they had “reached full accord 
her than with respect to debt management and monetary policies 
"selling, B to be pursued in furthering their common purpose to 
000. assure the successful financing of the government’s re- 
nd, Feb- quirements and at the same time, to minimize moneti- 
zation of the public debt.” 

To give effect to this agreement, the Treasury De- 
ing trade partment announced a new long-term, non-marketable 
sched by bond issue with an interest rate of 234 per cent to re- 
72,000), place about $19 billion of 214 per cent marketable bonds 
. cement § Which will mature in 1967-72. The term to maturity 
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of the new issue will be announced on March 19. The 
new bonds, in addition to being non-marketable, will be 
non-redeemable for cash, although they can be exchanged 
for lower-interest-bearing Treasury notes, which are cash 


redeemable. The 24% per cent marketable bonds are 


largely held by insurance companies, savings banks, 

pension funds, and individuals, and the replacement 

issue is designed to encourage these long-term investors 
to retain their government securities in order to minimize 
the monetization of the public debt. 

Sources: Treasury Department and Board of Governors 
of the Federal Reserve System, Joint Press 
Release, Washington, D.C., March 4, 1951; 
The Wall Street Journal, New York, N.Y., 
March 5, 1951. 


Canadian Foreign Exchange Control Act 

A notice on the Canadian House of Commons order 
paper of February 24 indicated that a resolution to keep 
foreign exchange control in effect for another two years 
will be brought in during the present parliamentary 
session. The Foreign Exchange Control Act was due to 
lapse March 31. 
Source: The Globe and Mail, Toronto, Canada, February 

26, 1951. 


Latin America 


Import Controls in Dominican Republic 

The Government of the Dominican Republic, by Decree 
of February 6, 1951 modified on February 9, 1951, has 
established a system of import control. The decree states 
that import control is needed because countries from 
which imports are made have established, or are estab- 
lishing, restrictions on their exports, which are causing 
price increases and speculation in the Dominican Re- 
public. The Government also wishes to control the re- 
export of some scarce imported goods. 

The main provisions of the decree are as follows: All 
importers have to obtain in advance an import permit 
each time that imports are made. An Import Control 
Office is established and an Import Controller has been 
appointed. His duties are to register the tonnage avail- 
able for imports; to adjust total imports to the available 
tonnage; to distribute import licenses in such a way 
as to cover import needs; to give preference to the most 
essential imports; and for each import item to give 
preference to a minimum number of three recognized im- 
porters. The last requirement may be waived for imports 
for the national industry, which will assist in remedying 
shortages of certain imports. The Import Controller 
will deny permits to importers who increase selling 
prices unduly or who engage in speculative activities. 
Re-exports of imported goods also require a license. Re- 
ports may be required at any time from importers 
regarding stocks of imports. 
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The decree also establishes a Supervisory Commission 
including four cabinet members—the Secretaries of 
Economy, Treasury, Defense, and Interior—and the 
Governor of the District of Santo Domingo. This Com- 
mission will assist the Import Control Office, supervise its 
functions, and decide on claims made by importers. 
Sources: El Caribe, Ciudad Trujillo, Dominican Re- 

public, February 7 and 10, 1951. 
Mexico’s Trade Policy 

Following the export restrictions established by several 
countries, the Mexican Ministry of Finance has an- 
nounced that Mexico will henceforth supply raw ma- 
terials or manufactured goods only when the importing 
countries are willing to supply the raw materials or 
manufactured goods needed by Mexico. 

Source: El Universal, Mexico, D.F., February 15, 1951. 
Ecuador’s Import Controls 

In order to protect Ecuador’s domestic wheat-flour 
industry from the foreign competition resulting from the 
abolition of the quota system for wheat and wheat-flour 
imports (see this News Survey, Vol. III, p. 219), customs 
duties on wheat were raised, by Executive Decree of 
January 4, 1951, from 0.10 sucres to 0.20 sucres and 
those on wheat flour from 0.15 sucres to 0.65 sucres per 
gross kilogram. As a result of complaints from the 
Ecuadoran Chambers of Commerce, however, Executive 
Decree No. 122 of January 29, 1951 has established these 
duties at 0.05 sucres for wheat and 0.40 sucres for wheat 
flour. The price for domestic wheat has been fixed at 
85 sucres per quintal; to make it effective, the Govern- 
ment will establish wheat import quotas according to 
requirements. 

As a result of adopting the policy of free imports for 
wheat and wheat flour, Ecuador exhausted in one month 
its annual purchase-quota under the International Wheat 
Agreement. After negotiations with the International 
Wheat Council in London, a supplementary 4,000 ton 
wheat quota has been allotted from Great Britain, which 
is deemed sufficient to meet the rest of Ecuador’s require- 
ments during this year. 

It has been announced that the decision to suspend the 
advance payment of taxes on the c.i.f. value of import 
permits (see this News Survey, Vol. III, p. 243) applies 
only to a list of critical commodities to be published 
later. The Central Bank will also extend letters of credit 
to finance the imports of such critical commodities, re- 
quiring a deposit of only a percentage of the full value 
of the imports. 

Sources: Executive Decree No. 122, January 29, 1951, 
and El Comercio, January 30, 1951, Quito, 
Ecuador. 


Other Countries 


Australian Wool Sales 
The National Council of Wool Selling Brokers of 


Australia estimates that sales of greasy wool from July 
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1, 1950 to January 31, 1951 totaled 595.1 million pounds, 

at an average price of 136 pence per pound, while sales 

of scoured wool totaled 17.8 million pounds at an average 

price of 151 pence per pound (240 pence = £Al = 

US$2.24). 

Source: Records and Statistics, Supplement to The 
Economist, London, England, March 3, 1951. 


South African Gold Sales 

The South African Minister of Finance has stated that 
the percentage of the Union’s newly mined gold sold in 
the open market has varied from time to time but has 
been about 40 per cent in recent months. This confirms 
unofficial estimates that have been current for some time 
and brings out the importance of premium sales to the 
gold industry. The December quarterly reports, pub- 
lished by the: producing mines, showed that profits from 
premium sales had become a main source of revenue 
for certain mines. 


Source: The Economist, London, England, March 3, 1951. 


South African Capital Inflow 

The estimated net inflow of foreign capital into the 
Union of South Africa (including government loans 
raised abroad) was about £80 million in 1948 and £58 
million in 1949; all of this came from the sterling area. 
The preliminary estimate for 1950 is about £70 million, 
of which the United States and Switzerland accounted 
for about £20 million and the sterling area for the 


remainder. 


Source: Cape Times, Cape Town, Union of South Africa, 
January 31, 1951. 


Corrigendum 


Volume III, No. 33, March 2, 1951, page 262, item 
“U.K. Trade,” lines 5-7 should read: “Exports to North 
America declined, however, to US$57.3 million, from 
an average monthly total of US$65.6 million in the 
second half of 1950.” 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note. Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The Newe Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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